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SUMMARY   OF   RECOMMENDATIONS 

This   listing   serves  as  a   means  of  summarizing   the   recommendations 
contained   in  the  report  and  the  audited  agency's  response. 


Recommendation  #1 

Disaster  and  Emergency  Services  reconcile 
its  manual  system  for  federal  report  prep- 
aration to  SB  AS. 

Agency   Response:      Concur.     See  page  27. 

Recommendation   #2 
The  department: 

A.  Complete  an   inventory  of  the  VA  field 
offices,    record  the  items  on   PAMS,   and 
replace  SRS  property  tags  with  VA  prop- 
erty tags. 

Agency   Response:      Concur.      See  page  27. 

B.  Record  equipment  on   PAMS   in  accordance 
with  state  policy. 

Agency   Response:     Concur.     See  page  27. 

C.  Properly   record   the  funding   source  of 
general   fixed  asset  investments  and 
update   PAMS  on  a  timely  basis. 

Agency   Response:     Concur.     See  page  27. 

Recommendation   #3 

The  department  ensure  construction   in  pro- 
gress and  construction  advances  are  recorded 
in  accordance  with  state  accounting   policy. 

Agency   Response:     Concur.     See  page  27. 

Recommendation  #4 

The  department  ensure  accurate  recording  of 
correction  of  error  transactions. 

Agency   Response:      Concur.     See  page  28. 
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SUMMARY   OF   RECOMMENDATIONS   (Continued) 

Page 

Recommendation  #5 

The  department  eliminate  its  manual   leave 

records  and  confirmations.  7 

Agency  Response:      Concur.     See  page  28. 

Recommendation  #6 

The  department  separate  the  approval   func- 
tion on  documents  from  the  individual   receiv- 
ing payment  on  the  claim.  9 

Agency  Response:     Concur.     See  page  28. 

Recommendation   #7 

The  department  comply  with   state  law   regard- 
ing disaster  planning.  10 

Agency   Response:      Concur.     See  page  28. 


INTRODUCTION 

We  performed  a  financial  compliance  audit  of  the  Department 
of  Military  Affairs  for  the  two  fiscal  years  ended  June  30,  1981. 
Our  audit  of  the  Veterans'  Affairs  Division,  as  part  of  Military 
Affairs,  is  for  the  one  fiscal  year  ended  June  30,  1984.  The  audit 
of  the  Montana  Department  of  Social  and  Rehabilitation  Services 
included  the  Veterans'  Affairs  Division  for  the  fiscal  year  ended 
June  30,  1983.  The  objectives  of  the  audit  were  to:  1)  determine 
if  the  department's  financial  schedules  present  fairly  the  results  of 
operations  for  the  two  fiscal  years  ended  June  30,  1981;  2)  deter- 
mine if  the  department  complied  with  applicable  laws  and  regula- 
tions; and  3)  review  the  management  information  system  and  make 
recommendations  for  improvements  in  the  management  and  internal 
controls  of  the  department. 

This  report  contains  seven  recommendations  to  the  depart- 
ment. These  recommendations  address  areas  where  management, 
internal  control,  financial  reporting,  and  compliance  with  laws  and 
regulations  can  be  improved.  Other  areas  of  concern  deemed  not 
to  have  a  significant  effect  on  the  successful  operations  of  the 
Department  of  Military  Affairs  are  not  specifically  included  in  the 
report,    but  have  been  discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
costs  of  implementing  the  recommendations  made  in  this  report. 
Each  report  section  discloses  the  cost,  if  significant,  of  implement- 
ing  the   recommendation. 

We  thank  the  Adjutant  General,  administrators,  and  the 
department  staff  for  their  assistance  and  cooperation  throughout 
the  audit. 

BACKGROUND 


The  department  was  created  under  the  Executive  Reorganiza- 
tion Act  of  1971.  The  department  consists  of  four  divisions: 
1)  Centralized  Services,  2)  Montana  National  Guard,  3)  Disaster 
and  Emergency  Services   (DES),   and  4)   Veterans'   Affairs   (VA). 


Centralized  Services  provides  assistance  and  support  for 
accounting,  budgeting,  record  keeping,  requisitioning,  and  other 
services  to  the  rest  of  the  department.  Centralized  Services  has 
five  full-time  equivalents   (FTEs). 

The  Montana  National  Guard  Division,  hereafter  referred  to  as 
Adjutant  General  (A.G.),  employs  approximately  36  FTEs.  The 
division  provides  trained  and  equipped  military  organizations,  both 
Air  and  Army,    in   the  event  of  a   state  or  national  emergency. 

Disaster  and  Emergency  Services  (DES)  is  responsible  for  the 
preparation,  implementation,  and  maintenance  of  plans  and  pro- 
grams for  the  state's  emergency  operations  in  the  event  of  a 
disaster.  The  DES  Coordination  program  ensures  proper  distri- 
bution of  all  federal  disaster  relief  funds  to  public  entities  as 
authorized  by  presidential  disaster  declarations.  This  division 
employs  approximately  22   FTEs. 

The  Division  of  Veterans'  Affairs  is  responsible  for  assisting 
Montana's  veterans  and  dependents  in  obtaining  benefits.  Veterans' 
Affairs  also  provides  information  on  benefits,  guidance  on  complet- 
ing Veterans'  Administration  forms,  and  referral  to  other  agencies. 
There  are  approximately  18  FTEs  in  this  division.  The  division 
became  part  of  the  Department  of  Military  Affairs  July   1,    1983. 

Fiscal  management  and  personnel  administration  activities 
typically  provided  by  a  centralized  operations  function  are  pres- 
ently being  accomplished  by  the  three  separate  divisions  within  the 
department. 

The  department  is  currently  proposing  changes  in  its  Cen- 
tralized Services  Division.  The  changes  will  consolidate  repetitive 
duties  of  the  other  three  divisions  and  provide  consistent  policies 
and  supervision  to  the  fiscal  staff.  The  proposed  division  would 
be  renamed  Personnel  and  Fiscal  Services  Division.  Based  on  our 
audit,  we  agree  that  a  consolidation  of  the  Centralized  Services 
functions  may  be  beneficial  to  the  department. 

FEDERAL  GRANTS 

Our  audit  of  federal  moneys  was  performed  in  accordance  with 
audit    requirements    in    the    U.S.    Office    of   Management    and    Budget 


"Circular  A-102,  Attachment  P."  This  circular  provides  for  audits 
of  financial  operations,  including  compliance  with  certain  provisions 
of  federal   laws  and   regulations. 

The  Department  of  Military  Affairs  received  the  Federal 
Emergency  Management  Agency  (FEMA)  grants  listed  on  page  26 
and  U.S.  Department  of  Defense  Air  and  Army  National  Guard 
grants.  We  reviewed  the  major  compliance  areas  in  the  Emergency 
Management  Assistance  and  Disaster  Assistance  Programs.  Areas 
reviewed  included  specific  grant  provisions,  cost  allowability,  and 
grant  reporting.  The  Air  and  Army  National  Guard  grants  were 
not  included  in  the  scope  of  our  audit  of  federal  moneys.  The 
U.S.  Department  of  Defense  makes  its  own  audits  of  National 
Guard   funding   to  the  department. 

The  problems  we  found  did  not  significantly  affect  the  suc- 
cessful operations  of  the  programs  or  the  allowability  of  costs  in 
conformity  with  program  regulations,  except  as  noted  in  the  follow- 
ing section.  Nothing  came  to  our  attention  that  causes  us  to 
believe  untested  compliance  issues  are  not  in  accordance  with 
applicable  laws  and   regulations. 

Federal  Grant   Records 

DES  maintains  a  set  of  manual  records,  separate  from  the 
Statewide  Budgeting  and  Accounting  System  (SBAS),  from  which 
its  federal  financial  status  reports  are  prepared.  DES  uses  SBAS 
to  record  expenditures,  generate  warrants,  and  record  reve- 
nues/receipts of  federal  grant  activity. 

We  attempted  to  determine  the  reasonableness  of  the  reports 
submitted  to  the  federal  government  for  FEMA  grants.  One  of 
four  financial  status  reports  tested  could  not  be  reconciled  to 
SBAS  and  the  department  was  unable  to  provide  us  with  a  recon- 
ciliation. 

A  reconciliation  of  the  manual  system  to  SBAS  is  necessary  to 
ensure  the  accuracy  of  the  information  reported  to  the  federal 
government.  Another  alternative  would  be  to  prepare  the  federal 
reports  directly  from  SBAS.  Department  officials  stated  they  have 
been    unable   to   delete   this   manual   effort   because   two   federal   fiscal 


years  are  within  each  state  fiscal  year  and  because  many  different 
federal  programs  are  included  within  its  comprehensive  cooperative 
agreement. 

The  department  can  establish  separate  responsibility  center 
reporting  for  each  federal  program  and  maintain  this  reporting  on 
a   state  and  federal   fiscal   year. 

RECOMMENDATION   #1 

WE  RECOMMEND  DISASTER  AND  EMERGENCY  SERVICES 
RECONCILE  ITS  MANUAL  SYSTEM  FOR  FEDERAL  REPORT 
PREPARATION   TO   SBAS. 


GENERAL  FIXED  ASSETS 

State  policy  requires  equipment  items  be  tagged,  property 
records  be  accurate  and  up  to  date,  and  physical  inventories  be 
taken  of  equipment  items.  During  our  audit  we  reviewed  the 
records  and  procedures  relating  to  General  Fixed  Assets  of  the 
department  and  noted  the  following   issues. 

Veterans'   Affairs   Division 

VAD  was  transferred  to  the  department  on  July  1,  1983  from 
the  Department  of  Social  and  Rehabilitation  Services  (SRS).  As  of 
November  1984,  the  equipment  located  at  VA  field  offices  around 
the  state  were  still  tagged  with  SRS  property  tags  and  no  physical 
inventory  was  taken  of  the  field  offices'  equipment  items.  There- 
fore, the  Property  Accountability  and  Management  System  (PAMS) 
at  June  30,  1984  was  not  updated  to  reflect  the  amount  of  VA  field 
office  equipment  items.  State  policv  requires  state  agencies  take  a 
periodic  inventory  and  identify  equipment  items  with  property 
tags. 

Adjutant  General 

The  AG's  office  purchased  and  received  several  radios  prior 
to   June  30,    1984.      They   did   not    record    these    radios   on    PAMS   by 


fiscal  year-end  1984.  This  understated  the  General  Fixed  Asset 
Account  Group  by  $94,460  at  June  30,  1984.  The  AG's  office 
stated  that  the  radios  were  not  given  a  permanent  location  until 
fiscal  year  1984-85;  therefore,  they  delayed  recording  them  on 
PAMS.  Equipment  should  be  recorded  for  control  purposes  on 
PAMS  when   received. 

Disaster  and   Emergency  Services 

DES  records  the  funding  source  of  all  general  fixed  assets  as 
Special  Revenue  Fund  Fixed  Asset  Investments,  regardless  of  the 
source  of  funds  used  to  purchase  the  assets.  Fixed  assets  pur- 
chased with  state  general  fund  moneys  should  be  recorded  as 
General   Fund   Fixed  Asset   Investments. 

We  also  noted  DES  recorded  equipment  items  on  PAMS  during 
fiscal  years  1982-83  and  1984-85  that  were  acquired  during  fiscal 
years  1981-82  and  1983-84.  Because  PAMS  was  not  updated  in  a 
timely  manner  general  fixed  assets  were  over  and  understated 
during  our  audit  period  by  $2,642  and  $12,044  at  June  30,  1983 
and  1984,  respectively.  The  agency  should  update  PAMS  at  the 
time  the  equipment   is  acquired. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  DEPARTMENT: 

A.  COMPLETE  AN  INVENTORY  OF  THE  VA  FIELD  OFFICES, 
RECORD  THE  ITEMS  ON  PAMS,  AND  REPLACE  SRS 
PROPERTY  TAGS  WITH  VA  PROPERTY  TAGS. 

B.  RECORD  EQUIPMENT  ON  PAMS  IN  ACCORDANCE  WITH 
STATE  POLICY. 

C.  PROPERLY  RECORD  THE  FUNDING  SOURCE  OF  GENERAL 
FIXED  ASSET  INVESTMENTS  AND  UPDATE  PAMS  ON  A 
TIMELY  BASIS. 


Construction   in   Progress 

DES   records  as  expenditures   the   total   amount  of  funds   trans- 
ferred    to     the     Department     of     Administration,     Architecture     and 


Engineering  (A&E)  Division,  for  construction  projects,  whether  or 
not  the  funds  have  been  used  on  the  project.  According  to  the 
Montana  Operations  Manual  (MOM)  2-1751.1.  only  the  amount  of  the 
funds  paid  to  contractors  should  be  shown  as  an  expenditure  and 
any  fiinds  remaining  at  A&E  should  be  shown  as  construction 
advances.  In  fiscal  year  1982-83  $75,000  was  transferred  to  ASE 
by  DES  and  recorded  as  expenditures.  During  this  period  A&E 
made  only  $21,331  in  payments  to  contractors.  The  $21,331  should 
have  been  shown  as  construction  in  progress  in  the  General  Fixed 
Assets  Account  Croup  at  June  30,  1983.  The  remaining  amount 
should  have  been  shown  as  construction  advances.  In  fiscal  year 
1983-84  DES  should  have  recorded  additional  expenditures  and 
increased  the  asset  value  in  the  General  Fixed  Assets  Account 
Group  for  actual  amounts   spent  by  AsE. 

RECOMMENDATION   #3 

WE  RECOMMEND  THE  DEPARTMENT  ENSURE  CONSTRUCTION 
IN  PROGRESS  AND  CONSTRUCTION  ADVANCES  ARE  RE- 
CORDED   IN   ACCORDANCE  WITH   STATE  ACCOUNTING   POLICY. 


TRANSFER   OF   FUND    BALANCE 

Our  prior  audit  of  the  department  recommended  that  the 
department  determine  the  source  of  the  July  1,  1982  $166,498  fund 
balance  in  the  Special  Revenue  Fund,  reimburse  the  funds  to  the 
appropriate  entity,  and  maintain  zero  fund  balances  in  its  federal 
accounts  at  June  30.  The  department  determined  that  the  fund 
balance  should  be  returned  to  the  state  General  Fund.  We  re- 
viewed the  status  of  this  prior  recommendation  and  determined  that 
in  the  process  of  returning  the  balance  to  the  General  Fund  the 
department  created  misstatements   in   its  accounting   records. 

During  fiscal  years  1982-83  and  1983-84,  the  department,  in 
consultation  with  the  Accounting  Division  at  Department  of  Admin- 
istration, made  erroneous  transactions  in  attempting  to  transfer  the 
fund  balance  that  caused  misstatements  ranging  from  $32,459  to 
$167,184    in   eleven   control   accounts   over   the   two-year   period.      As 


of  December  1984,  the  misstatements  have  not  been  corrected  in 
the  accounting  records.  These  misstatements  are  outlined  in 
footnote  5  of  the  financial   schedules. 

RECOMMENDATION    #U 

WE      RECOMMEND      THE      DEPARTMENT      ENSURE      ACCURATE 

RECORDING   OF  CORRECTION   OF  ERROR    TRANSACTIONS. 

DUPLICATE   RECORDS 

DES  and  VA  maintain  manual  records  of  employees'  annual 
leave,  sick  leave,  and  compensatory  time  balances.  These  leave 
records  are  also  maintained  on  the  state's  computerized  payroll 
system  and  presented  on  each  employee's  biweekly  pay  stub.  VA 
also  confirms  leave  balances  with  its  employees  and  compares  its 
manual  leave  records  to  the  computerized  listings  every  other 
month.  The  Adjutant  General's  office  sends  out  confirmations  of 
annual  and  sick  leave  balances  each  July  to  all  employees.  This 
duplication  of  effort  should  be  eliminated. 

RECOMMENDATION    #5 

IVE    RECOMMEND    THE    DEPARTMENT    ELIMINATE    ITS    MANUAL 

LEAVE   RECORDS  AND   CONFIRMATIONS. 

INTERNAL  CONTROL 

We  have  examined  the  financial  schedules  of  the  Department  of 
Military  Affairs  for  the  fiscal  years  ending  June  30,  1983  and  1981. 
We  issued  our  opinion  dated  December  14,  1984  on  these  schedules. 
As  part  of  our  examination,  we  made  a  study  and  evaluation  of  the 
system  of  control  of  the  Department  of  Military  Affairs  as  required 
by  generally  accepted  governmental  auditing  standards  for  financial 
and  compliance  audits.  We  classified  the  controls  in  the  following 
categories: 

1.  revenue/ receivables; 

2.  expenditures/liabilities; 


3.  payroll; 

4.  plant,    property,   and  equipment; 

5.  cash;   and 

6.  grants. 

Our  study  included  the  control  categories  listed  above.  We  did 
not  evaluate  controls  over  revenue/receivables  because  the  audit 
could  be  performed  more  efficiently  by  expanding  substantive  audit 
work.  Through  our  study,  we  determined  the  nature,  timing,  and 
extent  of  our  auditing  procedures.  We  did  not  evaluate  the  con- 
trol system  to  the  extent  necessary  to  give  an  opinion  on  either 
individual   segments  or  the  system  as  a  whole. 

The  management  of  the  Department  of  Military  Affairs  is 
responsible  for  establishing  and  maintaining  a  system  of  accounting 
control.  In  fulfilling  this  responsibility,  estimates  and  judgments 
by  management  are  required  to  assess  the  expected  benefits  and 
related  costs  of  control  procedures.  The  objectives  of  a  system 
are  to  provide  management  with  reasonable  assurance  that:  1)  assets 
are  safeguarded  against  loss  from  unauthorized  use  or  disposition; 
2)  transactions  are  executed  in  accordance  with  management's 
authorization;  and  3)  transactions  are  recorded  properly  to  permit 
the  preparation  of  financial  schedules  in  accordance  with  state 
accounting  policies.  Inherent  limitations  in  any  system  of  control 
may  allow  errors  or  irregularities  to  remain  undetected.  The 
current  system  evaluation  should  not  be  used  to  project  to  future 
periods  since  the  procedures  may  become  inadequate  or  compliance 
with   them  may  deteriorate. 

The  limited  purpose  of  our  study  described  in  the  first 
paragraph  would  not  necessarily  disclose  all  material  weaknesses  in 
the  system.  Accordingly,  we  do  not  express  an  opinion  on  the 
system  of  controls  used  by  the  Department  of  Military  Affairs. 
Our  evaluation  disclosed  the  conditions  relating  to  general  fixed 
assets  and  authorized  signatures  discussed  on  pages  4  and  9  that 
could  result  in  financial  schedule  errors  that  could  be  difficult  to 
detect. 

The  preceding  three  paragraphs  are  intended  solely  for  the 
use  of  management  and   the   Legislature  and   should   not  be  used   for 


any  other  purpose.  This  restriction  as  to  use  is  not  intended  to 
limit  the  distribution  of  this  document  which,  upon  presentation  to 
the   Legislative  Audit  Committee,    is  a  matter  of  public   record. 

Authorized  Signature 

In  our  testing  of  SBAS  documents  we  noted  2  of  1 5  transfer 
warrant  claims  payable  to  the  same  individual  who  approved  the 
claim  for  payment  and  who  was  the  authorized  signer  on  the  docu- 
ment. There  are  four  individuals  within  Disaster  and  Emergency 
Services  authorized  to  approve  transfer  warrant  claims.  An  em- 
ployee other  than  the  one  receiving  payment  should  approve  the 
transfer  warrant  claim. 

RECOMMENDATION    #6 

WE  RECOMMEND  THE  DEPARTMENT  SEPARATE  THE  AP- 
PROVAL FUNCTION  ON  DOCUMENTS  FROM  THE  INDIVIDUAL 
RECEIVING   PAYMENT   ON   THE  CLAIM. 


STATE   COMPLIANCE 

We  reviewed  compliance  with  state  laws  that  could  have  a 
material  impact  on  the  financial  schedules  of  the  department.  In 
our  opinion  the  department  complied  with  the  state  laws  and  regu- 
lations tested  except  for  the  one  instance  discussed  in  the  para- 
graph below.  Nothing  came  to  our  attention  that  causes  us  to 
believe  untested  items  are  not  in  accordance  with  applicable  laws 
and   regulations. 

Disaster  and  Emergency   Services   Planning 

Current  statutes  require  that  DES  perform  specific  disaster 
related  functions.  Division  personnel  indicated  to  us  they  were 
not  complying  with  section  10-3-105(4)  (e)  (h) ,  MCA,  which  requires 
the  division   to: 


1.  Make  surveys  of  industries,    resources,   and  facilities 
within   the  state,    both  public  and  private,    to  determine 
what   is  available  in   the  event  of  a  disaster. 

2.  Plan  and  make  arrangements   for  the  availability  and  use 
of  any  private   facilities,   services  and   property  and,    if 
necessary  and   if  in   fact  used,    provide  for  the  payment 
of  the  use  of  said   facilities. 

The  arrangements  for  the  availability  and  use  of  private 
facilities  is  done  at  the  county  level.  DES  does  not  make  arrange- 
ments for  payment  and  terms   for  the  use  of  the  facilities. 

RECOMMENDATION    #7 

WE     RECOMMEND     THE     DEPARTMENT     COMPLY     WITH     STATE 

LAW   REGARDING   DISASTER    PLANNING. 


PRIOR   AUDIT    RECOMMENDATIONS 

The  prior  audit  of  the  department,  for  the  two  fiscal  years 
ended  June  30,  1982,  contained  13  recommendations  to  the  Depart- 
ment of  Military  Affairs  and  1  recommendation  to  the  Department  of 
Administration.  Both  departments  concurred  with  the  recommenda- 
tions. 

We  reviewed  the  status  of  prior  audit  recommendations  and 
determined  that  of  the  13  recommendations  still  applicable  to  the 
department's  operations,  11  have  been  implemented,  and  two  par- 
tially implemented. 

The  department  has  not  taken  adequate  corrective  action  on 
the  prior  audit  recommendations  concerning  General  Fixed  Assets 
of  DES  and  Transfer  of  Fund  Balance,  as  discussed  on  pages  5 
and  6  of  this   report. 
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AUDITOR'S    REPORT  AND 
SCHEDULES   OF  AGENCY    FINANCIAL  ACTIVITY 


Summary  of  Audit  Opinion 

We  issued  a  qualified  opinion  on  some  of  tlie  financial  sched- 
ules prepared  from  the  Statewide  Budgeting  and  Accounting  System 
(SBAS),  as  noted  on  page  12  of  the  report.  The  Department  of 
Military  Affairs  made  errors  in  transferring  fund  balances,  record- 
ing construction  projects,  and  accruing  and  deferring  revenue  at 
year  end.  The  dollar  misstatement  of  these  errors  ranged  from 
$7,857  to  $167,184.  A  qualified  opinion  indicates  a  user  of  SBAS 
and  these  schedules  should  exercise  caution  when  using  revenues, 
expenditures,  prior  year  items,  assets,  liabilities,  and  fund  bal- 
ance accounts  recorded  on  SBAS  for  fiscal  years  1982-83  and 
1983-84  because  of  the  misstatements  outlined  on  pages  12,  13,  24, 
and  25  of  the  report. 
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STATE  OF  MONTANA 


ROBERT  R.  RINGWOOD 

LEGISLATIVE  AUDITOR 


^ttitt  ixt  tW  J^^iskiiit^  ^ubitttx 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


DEPUTY  LEGISLATIVE  AUDITORS: 

JAMES  H.  GILLETT 
FINANCIAUCOMPLIANCE  AUDITS 

SCOTT  A.  SEACAT 
PERFORMANCE  AUDITS 

STAFF  LEGAL  COUNSEL 

JOHN  W.  NORTHEY 


The  Legislative  Audit  Committee 
of  the  Montana   State  Legislature: 

We  have  examined  the  financial  schedules  of  the  various  funds 
of  the  Department  of  Military  Affairs  for  each  of  the  two  fiscal 
years  ending  June  30,  1983  and  1934  as  shown  on  pages  15  through 
21.  Our  examination  was  made  in  accordance  with  generally  ac- 
cepted auditing  standards  and  Standards  for  Audits  of  Govern- 
mental Organizations,  Programs,  Activities,  and  Functions  and, 
accordingly,  included  such  tests  of  the  accounting  records  and 
such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  the  depart- 
ment's financial  schedules  are  prepared  in  accordance  with  state 
accounting  policy.  Accordingly,  the  accompanying  financial  sched- 
ules are  not  intended  to  present  financial  position  and  results  of 
operations  in  conformity  with  generally  accepted  accounting  princi- 
ples. 

The  department  attempted  to  transfer  the  July  1,  1982  Special 
Revenue  Fund  balance  to  the  state's  General  Fund  during  fiscal 
years  1982-83  and  1983-84.  The  misstatements  resulting  from  these 
transactions  are  outlined   in   Note  5, 

The  department  did  not  properly  record  its  equipment  and 
construction  projects  on  the  Property  Accountability  Management 
System  (PAMS)  in  accordance  with  state  policy.  This  understated 
additions  to  equipment  by  $103,862,  and  other  accounts  as  outlined 
in   Note  6. 

The  department  improperly  accrued  and  deferred  revenue  in 
fiscal    years    1981-82    and    1982-83.      This    understated    July   1,    1982 
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fund  balance  in  the  Special  Revenue  Fund  by  $69,349  and  over- 
stated fiscal  year  1982-83  revenue  by  $144,394  in  the  same  fund. 
Prior  year  revenue  adjustments  are  also  overstated  by  $69,349  in 
fiscal  year  1982-83   in   the  Special   Revenue  Fund. 

In  our  opinion,  except  for  the  effects  of  the  matters  dis- 
cussed in  paragraphs  three  through  five,  the  financial  schedules 
listed  below  present  fairly  the  results  of  operations  and  changes  in 
fund  balance  of  such  funds  of  the  Department  of  Military  Affairs 
for  each  of  the  fiscal  years  ended  June  30,  1983,  and  1984  in 
conformity  with  the  basis  of  accounting  described  in  Note  1, 
applied  on  a  consistent  basis. 


Schedule  Name 

Schedule  of  Changes 
in  Fund  Balance 

Schedule  of  Revenue 
and  Transfers  In 
Estimate  and  Actual 


Fund /Account  Group 

General 
Special  Revenue 

General 


Fiscal  Year 

1983,  1984 
1983,  1984 

1984 


Schedule   of   Program 
Expenditures  and 
Transfers   Out   by   Fund 
Budget   and   Actual 

Schedule   of   Program 
Expenditures   and 
Transfers  Out  by 
Object 

Schedule   of   Changes   in 
General   Fixed  Assets 


Special  Revenue 


General   Fixed  Asset 
Account   Group 


1983 


1983 


1983,    1984 


In  our  opinion,  the  schedules  listed  below  present  fairly  the 
results  of  operations  and  the  changes  in  fund  balance  of  such 
funds  of  the  Department  of  Military  Affairs  for  each  of  the  fiscal 
years  ended  June  30,  1983  and  1984,  in  conformity  with  the  basis 
of  accounting  described   in   Note  1,   applied  on  a  consistent  basis. 
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Schedule  Name 

Schedule  of  Revenue 
and  Transfers  In 
Estimate  and  Actual 

Schedule  of  Program 
Expenditures  and 
Transfers  Out  by  Fund 
Budget  and  Actual 

Schedule  of  Program 
Expenditures  and 
Transfers  Out  by  Object 


Fund 

General 
Special  Revenue 


General 
Special  Revenue 


Fiscal  Year 

1983 
1983,  1984 


1983,  1984 
1984 


1984 


Our  examination  was  made  for  the  purpose  of  forming  an 
opinion  on  the  financial  schedules  referred  to  in  paragraph  one. 
The  accompanying  Grant  Schedule  is  presented  for  additional 
analysis  and  disclosure  purposes.  The  schedule  has  been 
subjected  to  the  tests  and  other  auditing  procedures  applied  in  the 
examination  of  the  financial  schedules  above  and,  in  our  opinion, 
is  fairly  stated  in  all  material  respects  in  relation  to  the  financial 
schedules  referred   to  in   paragraph  one. 

Respectfully  submitted. 


James   H.    Cillett,    CPA 
Deputy   Legislative  Auditor 


December   14,    1984 


Approved: 


0 


C\.-ft-z; 


Joberl  R.    RiTig^ood 
Legislative  Aunltor 
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DEPARTMENT  OF  MILITARY  AFFAIRS 
SCHEDULE  OF  CHANGES  IN  FUND  BALANCE 
FOR  THE  TWO  FISCAL  YEARS  ENDING  JUNE  30.  1984 


FUND  BALANCE  -  JULY   1,  1982 

ADDITIONS: 
Fiscal  Year  1982-83 
Budgeted  Revenue  and  Transfers  In 
Non-Budgeted  Revenue  and  Transfers  In 

Total  Revenue  and  Transfers  In 
Prior  Year  Revenue  Adjustment 
Prior  Year  Income  Adjustment 
Support  from  the  State  of  Montana 

Fiscal  Year  1983-84 
Budgeted  Revenue  and  Transfers  In 
Non-Budgeted  Revenue  and  Transfers  In 

Total  Revenue  and  Transfers  In 
Prior  Year  Revenue  Adjustment 
Support  From  the  State  of  Montana 

Total  Additions 

REDUCTIONS: 
Fiscal  Year  1982-83 
Budgeted  Expenditures  and  Transfers  Out 
Non-Budgeted  Expenditures  and 
Transfers  Out 

Total  Expenditures  and 
Transfers  Out 
Prior  Year  Expenditure  Adjustment 

Fiscal  Year  1983-84 
Budgeted  Expenditures  and  Transfers  Out 
Cash  Transfer  Out 
Prior  Year  Expenditure  Adjustment 
Total  Reductions 

Direct  Entries  to  Fund  Balance  -  1984 

FUND  BALANCE  -  JUNE  30,  1984 


General  Fund 


-0- 


100,000 
1.052,426 

42,478 

42,478 

32,459 

1,856,957 

3,084,320 

1,157,477 

1,157,477 
(5,051) 

1,949,606 

(17.712) 
3,084.320 

;   -0-  2 


Special 
Revenue  Fund 

$   97.149 


2.494.938 
207.635 

2.702.573 
(33.141) 
35,089 


2,376.066 


2,376,066 


(23,389) 


5,057.198 

1,371,348 

1,421,016 

2,792,364 
14,457 


1 


2,321,334 
47,286 
(18,513) 
5.156,928 

4,519 

$    1,938 


1 


This  amount  consists  of  $15,480  of  budgeted  and  ($1,023)  of  non-budgeted  adjust- 
ments. 


See  footnote  3. 

These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on 
pages  22  through  25. 
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DEPARTMENT  OF  MILITARY  AFFAIRS 
SCHEDULE  OF  REVENUE  AND  TRANSFERS  IN 
ESTIMATE  AND  ACTUAL 
FOR  THE  TWO  FISCAL  YEARS  ENDING  JUNE  30,  1984 


FISCAL  YEAR  1983-84 


GENERAL  FUND 
Estimated  Revenue  and 

Transfers  In 
Actual  Revenue  and 

Transfers  In 
Collections  Over 

(Under)  Estimate 


Rentals, 
Leases,  &  Federal 

Royalties  Reimbursement  Assistance 


$  -0-      $   1,290 

42.478       -0- 
$  42,478^    $  (1,290) 


Totals 

$    1,290 

42,478 

$   41.188 


SPECIAL  REVENUE  FUND 
Estimated  Revenue  and 

Transfers  In 
Actual  Revenue  and 

Transfers  In 
Collections  Over 

(Under)  Estimate 


$  52,500 
37,758 


$  3.209,357 
2,338.308 


$(14,742)    $ (871,049) 


$3,261,857 

2.376,066 

$  (885.791) 


FISCAL  YEAR  1982-83 


GENERAL  FUND 
Estimated  Revenue  and 

Transfers  In 
Actual  Revenue  and 

Transfers  In 
Collections  Over 

(Under)  Estimate 


Income 
Collections 

and        Reim- 
Transfers   bursement 


$   1,290 
-0- 


Federal 
Assistance 


$  (1,290) 


Totals 

$    1,290 

-0- 
$    (1,290) 


SPECIAL  REVENUE  FUND 
Estimated  Revenue  and 

Transfers  In 
Actual  Revenue  and 

Transfers  In 
Collections  Over 

(Under)  Estimate 


$  -0-      $   -0-       $  3,660,187     $3,660,187 
187.643      19.992       2,494.938      2.702.573 
$187,643    $  19,992     $(1,165.249)    $  (957.614) 


This  amount  is  overstated  by  $34,725.   See  footnote  5. 

These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System. 
Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on 
pages  22  through  25. 

16 


DEPARTMENT  OF  MILITARY  AFFAIRS 
SCHEDULE  OF  PROGRAM  EXPENDITURES  AND  TRANSFERS  OUT  BY  FUND 

BUDGET  AND  ACTUAL 
FOR  THE  FISCAL  YEAR  ENDING  JUNE  30,  1984 


Disaster         Army 
Coordination  &    National 
Administration  Responsibility     Guard 


Air 
National 
Guard 


Nuclear 
Civil 
Protection 


Local  Civil 

Defense 

Reimbursement 


Veterans' 
Affairs 


Totals 


GENERAL  FUND 

Budget 

Actual 

Personal  Services 

Operating  Expenses 

Equipment 

Benefits  and  Claims 
Total  Actual 

Unspent  Appropriation 
Authority 


$197,689 

116,952 

74,672 

450 

192,074 


$  5,615 


$223,254 

183,208 

31,896 

897 

216,001 


$   7,253 


$   990,627 

147,793 

749,559 

81,254 

2,280 

980,886 


9,741 


$127,983 

23,712 
79,595 


103,307 


$  24,676 


$467,097 

392,599 

64,728 

11 

457,338 
$   9,759 


$2,006.650 

864,264 

1,000,450 

82,612 

2,280 

1,949,606 


57,044 


SPECIAL  REVENUE  FUND 

Budget 

Actual 

Personal  Services 

Operating  Expenses 

Equipment 

Grants 

Total  Actual 

Unspent  Appropriation 
Authority 


$242,753 

$ 

471,014 

$694,052 

$268,320 

$2,000,000 

179,142 

122,545 

379,926 

162,179 

46,416 

238,863 
51,269 

258,351 

44,961 

11,462 

3,634 

222.236 

822,586 

225,558 

412,677 

638,277 

822,586 

$  17,195 

$ 

58,337 

$  55,775 

$  46,084 

$1,177,414 

$3,676,139 

843,792 

588,591 

62,731 

826.220 

2,321,334 


$1.354,805 


ALL  FUNDS  TOTAL 

Budget 

$197,689 

$466,007 

$1,461,641 

$822,035 

$268,320 

$2 

,000,000 

$467,097 

$5,682,789 

Actual 

Personal  Services 

116.952 

362,350 

270,338 

403,638 

162,179 

392,599 

1,708,056 

Operating  Expenses 

74,672 

78,312 

988,422 

337,946 

44,961 

64,728 

1,589,041 

Equipment 

450 

897 

132,523 

11,462 

11 

145,343 

Benefits  &  Claims 

2,280 

2,280 

Grants 

3,634 
222,236 

822,586 
822.586 

826,220 

Total  Actual 

192,074 

441,559 

1,393,563 

741,584 

457,338 

4,270,940 

Unspent  Appropriation 

Authority 

$  5,615 

$  24,448 

$   68,078 

$  80,451 

$  46,084 

$1, 

,177,414 

$  9,759 

$1,411,849 

These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System, 
financial  schedules  on  pages  22  through  25. 


Additional  information  is  provided  in  the  notes  to  the 
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DEPARTMENT  OF  MILITARY  AFFAIRS 


GENERAL  FUND 

Budget 

Actual 

Personal  Services 

Operating  Expenses 

Equipment 

Benefits  and  Claims 
Total  Actual 

Unspent  Appropriation 
Authority 


SPECIAL  REVENUE  FUND 

Budget 

Actual 

Personal  Services 

Operating  Expenses 

Equipment 

Capital  Outlay 

Grants 

Transfers 

Total  Actual 


SCHEDULE  OF  PROGRAM  EXPENDITURES  AND  TRANSFERS  OUT  BY  FUND 

BUDGET  AND  ACTUAL 
FOR  THE  FISCAL  YEAR  ENDING  JUNE  30,  1983 

Administration 

Disaster 
Coordination  & 
Responsibility 

$208,326 

Army  National 
Guard 

$  649,773 

Air  National 
Guard 

Nuclear  Civil 
Protection 

Local  Civil 

Defense 

Reimbursement 

Enlistment 
Bonus 

$_ 

Totals 

$229,116 

$101,437 

$14,000 

1,202,652 

153,081 

66,970 

723 

165,568 

33,673 

2,226 

151,315 
473,238 

2,280 
626,833 

19,772 
74,631 

14,000 
14,000 

— 

489,736 

648,512 

2,949 

16,280 

220,774 

201,467 

94,403 

1,157,477 

$   8,342 

$  6,859 

$ 

22,940 

$   7,034 

$  -0- 

$_ 

45,175 

$283,326 

$ 

362,413 

$573,413 

$217,970 

5     -0-  1 

$_ 

1,437,122 

163,423 
39,638 

75,000 

73,953 

220,454 

28,952 

16,132 

301,243 
256,476 

151,377 

42,639 

2,060 

$  1,213,382 

207,635 

1,421,017 

689,996 

559,207 

31,012 

91,132 

1,213,382 

207,635 

278,061 

339,491 

557,719 

196,076 

2,792,364 

Unspent  Appropriation 
Authority 


$  5,265 


$   22,922 


$  15,694 


$  21,894 


$(1,421,017) 


$(1,355,242) 


ALL  FUNDS  TOTAL 

Budget 

$229,116 

$491,652 

$1 

,012,186 

$674,850 

$217,970 

$ 

-0- 

Actual 

Personal  Services 

153,081 

328,991 

225,268 

321,015 

151,377 

Operating  Expenses 

66,970 

73,311 

693,692 

331,107 

42,639 

Equipment 

723 

2,226 

28,952 

2,060 

Benefits  and  Claims 

2,280 

Capital  Outlay 

75,000 

16,132 

Grants 

1,213,382 

Transfers 

— 

207,635 

Total  Actual 

220,774 

479,528 

966,324 

652,122 

196,076 

1,421,017 

Unspent  Appropriation 

Authority 

$  8,342 

$  12,124 

$ 

45,862 

$  22,728 

$  21,894 

$(1,421,017; 

$14,000 


14,000 


14,000 


$  -0- 


$  2,639,774 

1,179,732 

1,207,719 
33,961 
16,280 
91,132 

1,213,382 
207,635 

3,949,841 


$(1,310,067) 


This  program's  expenditures  were  recorded  in  the  Federal  and  Private  Grant  Clearance  Fund  under  the  old  Treasury  Fund  structure.  According  to 
state  law,  this  fund  did  not  require  an  appropriation. 

These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  22  through  25. 
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DEPARTMENT  OF  MILITARY  AFFAIRS 

SCHEDULE  OF  PROGRAM  EXPENDITURES  AND  TRANSFERS  OUT  BY  OBJECT 

FOR  THE  FISCAL  YEAR  ENDING  JUNE  30.  1984 


Disaster  Local  Civil 

Coordination  &   Army  National  Air  National  Nuclear  Civil    Defense      Veterans' 
Administration  Responsibility      Guard Guard       Protection   Reimbursement    Affairs 


Total 
Expenditures 


PERSONAL  SERVICES 
Salaries 
Wages 

Employee  Benefits 
Other  Compensation 
Total 


$101,955 

14,997 

116,952 


$303,299 

59,051 

362,350 


$   220,016 

245 

50,047 

30 

270,338 


$327,107 

76,531 

403,638 


$133,284 

2,162 

26,733 

162,179 


$324,947 

66,512 

1,140 

392,599 


$1,410,608 

2,407 

293,871 

1,170 

1,708,056 


OPERATING  EXPENSES 
Contracted  Services 
Supplies  and  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  and  Maintenance 
Other  Expenses 
Total 


4,938 

4,259 

284,623 

21,362 

8,002 

3.703 

4,248 

36,376 

1,719 

4,661 

30,000 

24,379 

104,624 

11,384 

6,486 

2,878 

40,552 

4,295 

475 

23,995 

1,232 

26,547 

237 

19,016 

386,160 

263,813 

12,616 

3,346 

130,807 

35,266 

1,727 

289 

1,528 

14,990 

3,690 

90 

74,672 

78,312 

988,422 

337,946 

44,961 

17,931 

341,115 

2,576 

53,283 

12,981 

189,854 

24,158 

96,353 

6,141 

34,157 

668,989 

454 

184,216 

487 

21,074 

64,728 

1,589,041 

EQUIPMENT 


450 


897 


132,523 


11,462 


11 


145,343 


BENEFITS  AND  CLAIMS 


2,280 


2,280 


GRANTS 


TOTAL  PROGRAM  EXPENDITURES 


$192,074 


$441,559 


$1,393,563 


$741,584 


3,634 


$222,236 


$822.586 
$822,586 


$457,338 


826,220 


$4,270.940 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System, 
financial  schedules  on  pages  22  through  25. 


Additional  Information  is  provided  in  the  notes  to  the 
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DEPARTMENT  OF  MILITARY  AFFAIRS 

SCHEDULE  OF  PROGRAM  EXPENDITURES  AND  TRANSFERS  OUT  BY  OBJECT 

FOR  THE  FISCAL  YEAR  ENDING  JUNE  30,  1983 


Disaster 
Coordination  &  Army  National  Air  National  Nuclear  Civil 
Administration  Responsibility     Guard Guard       Protection 


Local  Civil 

Defense 

Reimbursement 


Enlistment 
Bonus 


Total 
Expenditures 


PERSONAL  SERVICES 
Salaries 

Employee  Benefits 
Total 


$133,241 

19,840 

153,081 


$276,815 

52.176 

328,991 


$184,625 

40,643 

225,268 


$261,658 

59,357 

321,015 


$126,764 

24,613 

151,377 


1  983,103 

196,629 

1,179,732 


OPERATING  EXPENSES 
Contracted  Services 
Supplies  and  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  and  Maintenance 
Other  Expenses 
Total 

CAPITAL  OUTLAY 
Buildings 
Total 


EQUIPMENT 


BENEFITS  AND  CLAIMS 


GRANTS 


TRANSFERS 


TOTAL  PROGRAM  EXPENDITURES 


6,667 

11,941 

63,376 

18,042 

8,259 

4,211 

1,611 

30,630 

4,278 

1,913 

20,516 

25,302 

100,125 

7,943 

8,957 

4.255 

30,566 

966 

4 

22.024 

53 

17,960 

34 

21,744 

377,268 

273,153 

9,084 

2,757 

89,180 

24,012 

1,427 

440 

1,134 

14,187 

3,641 

59 

66,970 


723 


$220,774 


73,311 


75,000 
75,000 


2,226 


$479,528 


693, 

,692 

16, 

,132 

16, 

,132 

28, 

,952 

2, 

,280 

$966,324 


331,107 


$652,122 


42,639 


2,060 


$196,076 


$14,000 


$1,213,382 


207,635 


$1,421,017 


$14,000 


108,285 
42,643 

162,843 
57,815 
18,047 

672,165 

126,460 
19,461 


1 

,207, 

,719 

91, 

,132 

91, 

,132 

33, 

,961 

16, 

,280 

1, 

,213, 

,382 

207, 

,635 

$3: 

,949, 

,841 

These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting  System, 
financial  schedules  on  pages  22  through  25. 


Additional  information  is  provided  in  the  notes  to  the 
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DEPARTMENT  OF  MILITARY  AFFAIRS 
SCHEDULE  OF  CHANGES  IN  GENERAL  FIXED  ASSETS 
FOR  THE  TWO  FISCAL  YEARS  ENDING  JUNE  30,  1984 


GENERAL  FIXED  ASSETS 

Land 

Building 

Equipment 


June  30,  1982 
Balance 


Net 

Additions 

("Deletions) 


$ 


-0- 
-0- 
88,466 


?      823 

4,746,538 

63,313 


June  30,  1984 
Balance 

$      823 

4,746,538 

151,779 


1 


This  figure  is  to  record  the  cost  of  the  armories  and  related  'facilities 
throughout  the  state. 


These  schedules  are  compiled  from  the  Statewide  Budgeting  and  Accounting 
System.   Additional  information  is  provided  in  the  notes  to  the  financial 
schedules  on  pages  22  through  25. 
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DEPARTMENT  OF  MILITARY  AFFAIRS 

NOTES   TO   THE   FINANCIAL  SCHEDULES 

FOR   THE  TWO   FISCAL  YEARS   ENDING   JUNE   30,    1983   AND   1984 


1.      SUMMARY  OF  SIGNIFICANT  ACCOUNTING   POLICIES 
Basis  of  Accounting 

The  Department  of  Military  Affairs  utilizes  the  modified  accrual 

basis  of  accounting  which  is  described  in  the  Montana  Operations 
Manual. 

Under  the  modified  accrual  basis  of  accounting,  a  valid  obli- 
gation exists  when  the  associated  liability  is  incurred  except  for 
the  following  items  which  are  also  considered  valid  obligations 
under  state  accounting   policy: 

1.  If  the  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  a  service  contract  may  be 
accrued  even  though  the  services  are  rendered  in  fiscal 
years  subsequent  to  the  fiscal  year  in  which  the  expen- 
diture is  accrued. 

2.  The  anticipated  cost  of  equipment  is  expensed  in  the 
fiscal  year  in  which  budgeted. 

3.  Goods  ordered,  but  not  received  as  of  the  fiscal  year- 
end,  may  be  accrued  if  the  purchase  order  was  issued  in 
the  fiscal  year  in  which  the  anticipated  expenditure  is  to 
be  accrued. 


Basis  of  Presentation 

The  financial  schedules  are  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS)  without  adjustments. 
Accounts  are  organized  on  the  basis  of  funds  according  to  state 
law.      The  following   fund  types  are  used  by  the  department: 

General  Fund  -  accounts  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  other  funds. 

Special  Revenue  Fund  -  accounts  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditures 
for  specific  purposes.  Legislative  appropriation  authority  is 
required  to  spend   from  this  fund. 
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Vacation  and  Sick   Leave 

Employees  of  the  department  accumulate  both  vacation  and 
sick  leave.  Employees  are  paid  for  TOO  percent  of  unused  vacation 
and  25  percent  of  unused  sick  leave  credits  upon  termination. 
Accumulated  unpaid  liabilities  for  vacation  and  sick  leave  are  not 
reflected  in  the  financial  schedules  of  the  Department  of  Military 
Affairs.  Expenditures  for  termination  pay  currently  are  absorbed 
in  the  annual  operational  costs  of  the  department.  At  June  30, 
IQe^J  the  department  had  an  estimated  liability  of  $95,300  for  vaca- 
tion  leave  and   $63,300   for  sick   leave. 

2.  PENSION    PLAN 

Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).  The  department's  contribution  to  this 
plan   is  shown   below. 

Fiscal  Year  Fiscal  Year 

1982-83  1983-84 

PERS  $58,927  $86,340 

3.  GENERAL   FUND    BALANCE 

The  General  Fund  is  a  statewide  fund.  Agencies  do  not  have 
a  separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  Statewide  General  Fund  as  long  as  they  stay 
within  their  appropriation  limits.  Thus  on  an  agency  schedule  the 
beginning  and  ending   fund  balance  will  always  be  zero. 

4.  VETERANS'   AFFAIRS 

Until  July  1,  1983,  Veterans'  Affairs  was  a  division  at  Mon- 
tana Department  of  Social  and  Rehabilitation  Services.  The  finan- 
cial schedules  presented  here  include  only  fiscal  year  1983-84 
activity  for  the  Veterans'   Affairs   Division. 
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5.  TRANSFER  OF  FUND  BALANCE 

The  department  attempted  to  transfer  the  July  1,  1982  Special 
Revenue  Fund  balance  back  to  the  state's  General  Fund  during 
fiscal  years  1982-83  and   1983-84. 

The  reversion  transactions  caused  the  following  misstatements 
in  the  department's  accounting   records: 


Over (Under) 
Statement 


Fiscal  Year  1982-83 


General  Fund 


Prior  Year  Revenue  Adjustments  $  100,000 

Prior  Year  Expenditure  Adjustments  (167,184) 

Due  From  Other  Accounting  Entities  (67,184) 

Special  Revenue  Fund 

Prior  Year  Revenue  Adjustments  $(100,000) 

Prior  Year  Expenditure  Adjustments  (167,184) 

Due  to  Other  Accounting  Entities  (67,184) 


Fiscal  Year  1983-84 

General  Fund 

Nonbudgeted  Revenue  $   34,725 

Prior  Year  Revenue  Adjustments  32,459 

Support  to  the  General  Fund  (67,184) 

Special  Revenue  Fund 

Prior  Year  Revenue  Adjustments  $  (67,184) 

Beginning  Fund  Balance  67,184 


6.  CONSTRUCTION  PROJECTS 

The  following  outlines  the  SBAS  misstatements  as  a  result  of 
the  department  not  recording  its  construction  projects  in  accor- 
dance with  state  policy: 


2H 


Over  (I 

Jnder) 

Statement 

General 

Fixed 

Special 

Asset 

Revenue 

Account 

Fiscal  Year 

Fund 

Group 

1983 

Construction  Advances 

> 

$(53,669) 

Expenditures 

53,669 

General  Fixed  Assets 

-  Construction 

Work-in-Progress 

$(21,331) 

Special  Revenue  Fund 

Fixed 

Asset 

Investments 

(21.331) 

1984 

Construction  Advances 

I 

$(45,812) 

Expenditures 

(7,857) 

7-1-83  Fund  Balance 

(53.669) 

General  Fixed  Assets 

-   Construction 

Work-in-Progress 

$(29,188) 

Special  Revenue  Fund 

Fixed 

Asset 

Investments 

(29.188) 
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MILITARY  AFFAIRS  GRANT  SCHEDULE 
FOR  FISCAL  YEARS  1983  AND  1984 


Grant  Schedule  Fiscal  Year  198A 


Grant  Schedule  Fiscal  Year  1983 


Source:   Federal  Emergency  Management  Agency 

Emergency  management  assistance  (state) 
Emergency  management  assistance  (local) 
People  Protection  Planning  (NCP) 
Nuclear  Civil  Protection 
Maintenance  and  Service  (state) 
Maintenance  and  Service  (local) 
Radiological  Defense  Officer 
Radiological  System  Maintenance 
Emergency  management  training  (state) 
Emergency  management  training  (local) 
Emergency  management  training  (employee) 
Disaster  Preparedness  Improvement 
State  Assistance  Program 
National  Shelter  Survey 
Nuclear  Civil  Protection  -  audit 
Audit  -  federal  share 
Western  States  Seismic  Policy  Council 
Emergency  Operating  Center  (local) 
Emergency  Operating  Center  (state) 
Support  materials 
Emergency  food  and  shelter 
Disaster  funds  (public) 
Disaster  funds  (individual  family) 
Totals 


Expenditure 

;   180,429 

347,199 

90,082 

2,385 
27,325 
36,306 
59,962 
15,836 
47,721 
11,743 
26,908- 

24,144 


2,609 
77,608 

60,592 

239,149 

20.382 

$1,270,380 


Revenue 

178,650 

347,199 

93,958 

2,548 
27,325 
37,956 
61,806 
16,157 
47,330 
11,743 
28,153 
49,224 
24,877 


3,000 
77,608 

60,592 

259,532 

$1,327,658 


Expenditure 

$   163,598 
196,628 

73,195 
2,953 
6,881 

35,656 

60,846 
8,103 

33,688 

25,759„ 

25,179 

1,200 

2,650 

9,391 

164,582 

75,000 

12,225 


1 


783,480 

6,506 

$1,687,520 


Revenue 

$   153,306 
188,911 

69,386 
5,211 
6,881 

34,061 

59,781 
8,296 

33,420 

28,306 

19,992 

24,446 

1,200 

9,000 

164,582 

75,000 

12,225 

187,643 

782,456 

$1,864,103 


*  Funds  spent  by  the  Department  of  Social  and  Rehabilitation  Services  (SRS) 

2 

*  Funds  spent  by  the  Department  of  Natural  Resources  and  Conservation  (DRNC) 

3 

*  $47,286  was  a  cash  transfer  out  to  the  Department  of  Natural  Resources  and  Conservation 

Note:  Revenue  totals  for  this  schedule  do  not  tie  to  federal  assistance  on  page  16  because  Adjutant  General  grants  were  not  audited  and 
thus  are  not  included  in  the  above  schedule.  Also  the  funds  spent  by  SRS  and  DNRC  were  recorded  as  transfers  and  reimbursements, 
respectively;  rather  than  federal  assistance. 
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AGENCY   RESPONSE 


DEPARTMENT  OF  MILITARY  AFFAIRS 


TED  SCHWINDEN,  GOVERNOR 


STATE  OF  MONTANA 


OFFICE  OF  THE  ADIUTANT  GENERAL 
(406)  444-6910 


PO    BOX  4789 


HELENA.  MONTANA  59604 


February  26,  1985 


Mr.  Robert  R.  Ringwood 

Office  of  the  Ejegislative  Auditor 

State  Capitol 

Helena,  MT  59620 

Dear  Mr.  Ringwood: 


REOFJVFD 

l-td2  7i955 

MONTANA  LEGISLATIVE  AUDITOR 


I  refer  to  the  Report  of  Audit  of  the  Department  of  Military  Affairs, 
State  of  Montana,  for  the  two  fiscal  years  ending  30  June  1984.  The  audit 
was  conducted  by  manbers  of  the  Legislative  Auditors  staff. 

Specific  replies  to  the  various  recommendations  are  as  follows: 

Reconmendation  #1. 

a.  Disaster  and  Emergency  Services  reconcile  its  manual  system  for 
federal  report  preparation  to  SBAS. 

The  department  concurs  and  has  initiated  the  necessary  procedures  to 
bring  the  two  systans  into  balance. 

Reconmendation  #2 

a.  Complete  an  inventory  of  the  VA  field  offices,  record  the  items 
on  PAMS,  and  replace  the  SRS  tags  with  DMA  tags. 

The  Departmait  concurs  with  the  recommQ:idation  and  will  inventory  and 
re-tag  at  the  time  of  the  next  state  wide  facilities  visit. 

b.  Record  equipment  on  PAMS  in  accordance  with  state  policy. 

The  department  concurs  and  has  initiated  the  procedure  to  comply  with 
state  policy. 

c.  Properly  record  the  funding  source  of  general  fixed  asset 
investments  and  update  PAMS  on  a  timely  basis. 

The  department  concurs. 

Recommendation  #3. 

a.  We  recommend  the  department  ensure  construction  in  progress  and 
construction  advances  are  recorded  in  accordance  with  state 
accounting  policies.  ^p 

The  department  conctft^l""  "''''°'""~" ''"''' °^'" 


Mr.  Robert  R.  Ringwood 
Page  two 


Reconrnendation  #4. 

a.   We  recommend  the  department  ensure  accurate  recording  of 
correction  of  error  transactions. 

The  department  concurs  and  will  confer  with  the  Accounting  Division, 
DOA  for  further  guidance. 

Reccrtmendation  #5. 

a.   We  recommaid  the  departmait  eliminate  its  manual  leave  records 
and  confirmation. 

The  department  concurs. 

Reconmendation  #6. 

a.       We  recommend  the  department  separate  the  approval  function  on 
documents  fron  individuals  receiving  payment  of  the  claim. 

The  department  has    initiated   procedures   to  bring    it   into  concurrence 
with  the  recommendation. 


Reconnendation  #7. 

a.       We  recommend   the  department  comply  with  state  law  regarding 
disaster  planning. 

The  department  has  the  law  under  review  to  determine  if  compliance  is 
feasible  or   if  requesting  changes  in  the  law  is  required. 

The  audit  staff  conducted  the  audit  in  a  very  professional  manner 
without  disrupting  the  normal  operation  of  the  department.  We  feel  the 
comments  were  given  in  a  construction  manner  and  with  the  intention  of 
assisting  the  agency. 


Sincerely, 


JAMES  W.    DUFFY, 

MG,    MT  ARNG 

The  Adjutant  General 
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